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Be it enacted by the Legislature of the State of Arizona: 1 
Section 1.  Section 43-1123, Arizona Revised Statutes, is amended to 2 

read: 3 
43-1123.  Net operating loss; definition 4 
A.  As used in this section, "net operating loss" means: 5 
1.  In the case of a taxpayer who has a net operating loss for the 6 

taxable year within the meaning of section 172(c) of the internal revenue 7 
code, the amount of the net operating loss increased by the subtractions 8 
specified in section 43-1122, except the deduction SUBTRACTION allowed in 9 
section 43-1122, paragraph 7, and reduced by the additions specified in 10 
section 43-1121. 11 

2.  In the case of a taxpayer not described in paragraph 1 of this 12 
subsection, any excess of the subtractions specified in section 43-1122, 13 
except the deduction SUBTRACTION allowed in section 43-1122, paragraph 7, 14 
over the sum of the Arizona gross income plus the additions specified in 15 
section 43-1121. 16 

B.  If for any taxable year the taxpayer has a net operating loss, such 17 
net operating loss shall be a net operating loss carryover for each of the 18 
five TWENTY succeeding taxable years, except that the carryover in the case 19 
of each such succeeding taxable year, other than the first succeeding taxable 20 
year, shall be the excess, if any, of the amount of such net operating loss 21 
over the sum of the taxable income for each of the intervening years computed 22 
by determining the net operating loss deduction SUBTRACTION for each 23 
intervening taxable year, without regard to such net operating loss or to the 24 
net operating loss for any succeeding taxable year.  25 

C.  The amount of the net operating loss deduction SUBTRACTION shall be 26 
the aggregate of the net operating loss carryovers to the taxable year.  27 
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